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SUBJECT: BRAZILIAN FOREIGN INVESTMENT POLICY 

1. IN A COURTESY CALL ON DR. LYCIO DE EARIA, SECRETARY 
GENERAL OF THE MINISTRY OF INDUSTRY AND COMMERCE, THE 
EMBASSY COMMERCIAL COUNSELOR SAID THAT WITH THE MOVE OE HIS 
POSITON FROM SAO PAULO TO BRASILIA ONE OF THE THINGS HE 
HOPED TO DO WAS TO FOLLOW BETTER THE DEVELOPMENT OF BRAZILIZN 
INVESTMENT POLICY IN ORDER TO ANSWER THE MANY QUESTIONS THE 
USG IS RECEIVING FROM US FIRMS ABOUT RECENT TRENDS IN GOB 
POLICY TOWARD FOREIGN INVESTMENT AND THE DIRECTION THAT 
POLICY MAY TAKE IN THE EUTURE. 

2. THE SECRETARY GENERAL REPLIED THAT THERE HAD BEEN NO 
BASIC CHANGE IN GOB POLICY TOWARD FOREIGN INVESTMENT, BUT 

THAT THERE WAS A GREATER EMPHASIS BEING PLACED ON JOINT- VENTURES. 
HE SAID IT HAD BECOME A MATTER OF COURSE FOR THE COUNCIL 
FOR INDUSTRIAL DEVELOPMENT (CDI), ON RECEIPT OF INVEST- 
MENT APPLICATONS FROM FOREIGN EIRMS, TO EXAMINE THE 
POSSIBILITY OF BRINGING ABOUT A JOINT VENTURE. 
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3. THE COMMERCIAL COUNSELOR COMMENTED THAT THE EXPERIENCE 
OF US FIRMS INDICATED THAT A JOINT VENTURE COULD BE 
SUCCESSFUL IF THE BRAZILIAN FIRM WAS A "NATURAL PARTNER" 

WITH EXPERIENCE IN THE SAME FIELD AS THE US INVESTOR 
AND THUS CAPABLE OF MAKING A CONTRIBUTION TO THE PARTNER- 
SHIP ON A BASIS OF REAL EQUALITY. IF, HOWEVER, THE 
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PARTNERSHIP WAS AN ARTIFICIAL ONE IMPOSED 

BY THE GOVERNMENT IT WAS NOT LIKELY TO BE REQARDING TO 

EITHER PARTY. FOR EXAMPLE, IT WAS SURPRISING TO HEAR 

OF A RECENTLY FORMED JOINT VENTURE BY A BRAZILIAN 

INSURANCE COMPANY AND A EUROPEAN EQUIPMENT MANUFACTURER 

DESIGNED 

TO COMPLY WITH A GOB REQUIREMENT RELATING TO 
TELECOMMUNICATIONS EQUIPMENT. 

4. THE SECRETARY GENERAL SAID HE AGREED THAT FOREIGN 
INVESTORS SHOULD NOT BE PUSHED INTO JOINT VENTURES WITH 
INAPPROPRIATE PARTNERS. IF CDI IS SATISFIED THAT A 
SUITABLE BRAZILIAN PARTNER IS NOT AVAILABLE IT WILL 
GRANT APPROVAL TO WHOLLY FOREIGN-OWNED PROJECTS, AS IT 
IS STILL DOING ALMOST EVERY DAY. 

5. COMMENT: A NUMBER OF US FIRMS HAVE REPORTED TO US 
THAT CDI HAD SUBJECTED THEM TO PRESSURE TO TAKE ON 
BRAZILIAN PARTNERS, BUT THE GOB HAS NEVER PUBLICLY 
STATED THIS TO BE ITS POLICY AND LYCIO DE FARIA'S 
STATEMENT IS THE FIRST PRIVATE ADMISSION THAT THIS IS 
THE CASE. THE EMBASSY CONSIDERS THAT IT WOULD BE 
INDISCREET TO QUOTE HIM PUBLICLY ON THIS MATTER, BUT 
SEES NO OBJECTION TO INFORMING INDIVIDUAL US FIRMS WHO 
INQUIRE ABOUT GOB INVESTMENT POLICY. 
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